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August 7: Peruvian President Alan Garcia announced that his government was temporarily
suspending the bank nationalization decree introduced July 28. The decree was temporarily
suspended in response to three separate court judgments brought against the government by
affected companies. According to Garcia, the suspension was authorized so that his government
would not be accused of operating outside the law. Meanwhile, the Chamber of Deputies continued
debate on the decree which would nationalize 10 private banks, six savings and loan institutions,
and 17 insurance companies.
The president's announcement was not well received by several thousand people who had
gathered in the government square in Lima in response to a call for support by the ruling APRA
party (Alianza Popular Revolucionaria Americana). August 9: UPI reported that Garcia lifted the
nationalization decree to forestall the possibility of a coup. He said, "We will not give them a reason
to knock on other doors, saying that we have violated the Constitution and propitiated a rupture in
democratic rule."
Prior to lifting the decree, the Garcia administration presented an appeal to the Lima Supreme
Court, while maintaining control over the banks and other companies. The rightist Popular
Christian Party then invoked the "right of insurgency" contained in the national constitution.
According to this article, Peruvian citizens may seek to replace the government if the latter fails
to uphold the natoin's laws. The APRA controls a majority of seats in the legislature. Moreover,
congresspersons pertaining to the most important opposition group, the United Leftist Coalition
(CIU), had announced they would vote in favor of the nationalization.
August 13: The Chamber of Deputies approved the nationalization legislation. Some legislators
opposed to the measure complained that foreign banking and financial enterprises were not
included for expropriation. During the debate, the conservative opposition the Popular Christian
and Popular Action parties claimed the law was unconstitutional in that it contravenes the principles
of economic pluralism and private property. The bill passed by the lower chamber declares that the
country's financial system must serve the "social interest," and thus its exercise should be reserved
to the state. It specifies authorization of the continued functioning of transnational banks, and
branches and representatives of foreign banks established in Peru, and prohibits the establishment
of new national private banking, financial and insurance enterprises.
The Chamber of Deputies also approved an amendment which states that the executive boards of
all nationalized banks, financial enterprises and insurance companies must include at least one
representative of the respective company's employees. Next, the lower chamber's bill provides
that the government will offer to small shareholders up to 15% of the shares of the expropriated
enterprises of national prominence. In the case of regional enterprises, the percentage offered
to small shareholders rises to 25%. Finally, the bill specifies the procedures through which the
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executive power will authorize funds for expropriation compensation to the central bank (Banco de
la Nacion).
August 17: Several demonstrations in support of and against the nationalization measure have been
planned for the next five days. Debate on the nationalization bill begins in the Senate on August
18. Rightist parties and employer organizations have organized a publicity campaign condemning
Garcia's decree, called the "Crusade for Freedom." For the past week, the "Crusade" has paid for
innumerable spots on radio and television and ads in newspapers and magazines throughout the
country. Conservative organizations have also organized a public rally for August 21, to take place
in San Martin square in downtown Lima. Noted writer Mario Vargas Llosa has joined the antinationalization campaign, and is known to be the rally's principal sponsor. On the same day, the
Peruvian Peasants Confederation (CCP) opens its seventh congress in the 2 de Mayo square.
The CCP is expected to organize activities in support of the decree. Members of the country's
largest organized labor group, the General Confederation of Peruvian Workers (CGTP) will take to
the streets on August 18. They plan to march from the 2 de Mayo square to the national congress
where they will demonstrate in favor of rapid approval of the legislation by the Senate. The largest
rally in support of the nationalization is scheduled for Thursday, August 20, in San Martin square,
organized by the United Leftist Coalition (CIU). (Basic data from several reports by including EFE,
EXCELSIOR, UPI and PRENSA LATINA)
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